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KEY ECONOMIC INDICATORS: SIERRA LEONE, JULY 1972 


Exchange rate as 
U.S. “sl. 00 = 


PERCENT 
ITEM 1969 _1970 1972 CHANGE 
GNP at Current Prices 346.3 368.5 418.2% + 13.4 
Estimated Pppulation (1000s)2,512 2,550 2,590 + 1.5 
Per Capita National Income 127.7 134.7 NeBe - 
Investment as % of GNP 14.9 17 Nee - 
Money Supply 3722 37-9 39.7 + 4.7 
Domestic Credit Outstanding 26.3 30 34.2 + 14.0 
Interest Rate, Central Bank 6 i 6 - 5.9 
Interest Rate, Com*l Bank 8 8s no change 
Public Debt Outstanding 49.1 56.2 Nee - 
Foreign Exchange Reserves 47.1 38.7 36.3 - 622 
Balance of Payments 
Surplus/Deficit 9.8 12.5 6.6 -152.8 
Production Major Agric., 
Mng. Items: 
Coffee, thousand tons 8 6 8.3 + 38.3 
Palm Kernel, thousand tons 52 57 51.4 - 9.8 
Rice, thousand tons 380 430 450 + 4.7 
Diamonds, thousand carats 1,936 2,048 1,954 - 4.6 
Bauxite, thousand tons 447 436 552 + 26.6 
Iron Ore, thousand tons 2,337 2,259 2,510 + 11.1 
Rutile, thousand tons 28 44 28 — 36.4 
Registered Unemployment 15,502 14,156 12,992 - 8.2, 
Index: Consumer Price Freetom 133.6 143.7 140.4 - 2.32/ 
Foreign Trade ($ million) 
Total Exports 103.3 103.4 102.7 - 0.6 
Exports to U.S. 525 6.3 6.5 + 3.42 
Total Imports 115.5 118.6 115.5 - 2.6 
Imports from U.S. Te3 10.2 8.2 == 19.6 
Imports-—Other Main Sources 
United Kingdom 28.6 3503 3325 - 5el 
Japan 8.5 11 11.8 + 7.3 
German Federal Republic 5el 8.4 7 - 16.7 
France 4.1 4.9 6 + 22.4 
Main Exports to U.S. Rin: ($ million) 
Coffee 3,574 tons ( Diamonds 8,038 carats ($1.0); 
Rutile 16,120 tons ($1. ma. 


Main Imports from U.S. (1971): 
Machinery 
($2.6); 


($ million) 
and Transport Equipment ($1.8); 
Vegetable "Oils 21,012 Cwt ($0.4 de 


Wheat 518,892 Cwt 


Yro official figure available. This figure is a rough estimate 
ee in the Minister of Finance’s annual Budget Speech. 


This index is skewed to reflect the buying power of individuals 


with incomes under Le 40/month. 
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SUMMARY 


Increased political stability and a partial recovery in the 
world diamond market have made positive contributions to 
Sierra Leone*s economic situation during the past year. The 
country*s economy remains heavily dependent upon diamonds. 
While a substantial recovery in the world diamond market pro= 
duced an economic upturn in Sierra Leone during the first 
quarter of 1972, illicit diamond activities and newly imposed 
exchange controls have decreased diamond exports during the 
past few months and caused a downward trend in the local market 


place. 


One of the most serious problems of the economy is the Govern= 
ment*s shaky financial situation. While revenues have 
increased, expenditures have increased even faster, and the 
Government continues to have trouble meeting its debts and 
injecting new life into the local economy. Sierra Leone'’s 
small market has never been a great attraction for outside 
investors except in the extractive industries, and the Govern- 
ment has failed to make its attitude towards foreign investment 
clear. As a result, new investment from abroad has been 
minimal. Tourism, which has been viewed as a panacea, has not 
developed as expected. The Sierra Leone economy is stagnant 
and is likely to remain so during the coming year. 





A. CURRENT ECONOMIC SITUATION AND TRENDS 


Diamonds Remain the Key to Sierra Leone*s Economic Situation. 
Spurred to a large extent by improvements in the United States 
economy, the world diamond market has made a significant 
recovery from the depths to which it fell in late 1970 and 
early 1971. Sierra Leone clearly benefitted. Diamond exports 
increased and more cash flowed into the local economy. Diamond 
production reached a peak during the first quarter of 1972, 

and local merchants responded by increasing stocks of consumer 
goods. 


Diamond production has dropped substantially since April. 
Illicit mining and smuggling are, as always, serious problems. 
In addition, exchange controls resulting from the float of 
sterling have caused many local businessmen to buy diamonds 

as a hedge against extended restrictions upon the convert- 
ability of the leone. The questionable status of the leone 

has resulted in decreased diamond exports and increased smuggling. 
As it did in the first quarter of 1972, the entire economy has 
reacted almost immediately to this significant change in diamond 
exports. Cash in circulation has decreased, and local merchants 
are drawing down their stocks. The situation could improve 

just as quickly if diamond exports improve, but this is unlikely 
for at least the next few months. 


The Government has made an effort in recent months to crack 
down on illicit activities. The National Diamond Mining 
Company (DIMINCO), owned 51 percent by Government, has always 
been plagued by illicit miners on its lease. The Government'’s 
efforts to improve the situation have been costly and notably 
unsuccessful. Recent press reports indicate that DIMINCO 
officials have been involved in some of the illicit activity. 


Political Situation More Stable. Sierra Leone, which celebrated 
its first anniversary as a republic on April 19, could look 

back upon a year of relative political stability. While there 
has been no overt political strife during the past fifteen 
months, the official state of emergency declared in October, 
1970 remains in force. Although the Government is in solid 
control, it should be borne in mind that parliamentary elections 
are due in 1973, and there has been much discussion of creating 
a one party state. Either of these events could create new 
political tensions. 


Private Foreign Investment Continues to Operate in a Fog. The 
Government's Ttitute towards foreign investment is very unclear. 








All mining ventures operate under the shadow of Government's 
stated policy of acquiring 51 percent ownership of all mining 
operations, and the suggestion has been broached that this 
policy be extended to other sectors of the economy. Govern- 
ment acquired 51 percent of the diamond mining operation in 
1970 and is presently negotiating to do the same in the iron 
ore mine (DELCO). While Government officials frequently speak 
of Sierra Leone*s desire for more foreign investment, applica- 
tions by foreign firms receive dilatory attention. Established 
foreign firms are under constant pressure to reduce the number 
of expatriate employees. Investment incentives offered in the 
past are frequently questioned in Parliament and the Government 
controlled press. The result has been uncertainty and little 
investment during the past year. 


Government*s Financial Problems. Recognizing its precarious 

inancial si 10n, e Government has presented a rather 
austere budget for the coming financial year. The budget for 
the past fiscal year was also an austere one, and despite 
higher revenues than were expected, the Government still could 
not live within its income. The public debt is growing. The 
Government*s inability to make timely payments on its 
commercial debts has lowered the confidence of the local 
business community. 


Favorable Outlook for iculture. Rice production continues 
to e progress not as quickly as hoped. Necessary 
imports of this staple commodity continue to make heavy demands 
upon the country*s foreign exchange reserves, and it is likely 
that these imports will continue for considerably longer than 
the Government would like to think. 


1971 was a good year for coffee production but palm kernel 
production dropped by almost 10 percent. The Government is 
making an effort to develop its agricultural potential, and 
major foreign loans should give this effort a significant boost. 
The World Bank has approved a $4.3 million IDA credit for 
agricultural development in the Eastern Province and will 
consider projects in other areas of the country. The People’s 
Republic of China has replaced and augmented the technical 
assistance in agriculture formerly provided by the Nationalist 
Chinese. Unfortunately, foreign assistance for agriculture is 
not being matched by local initiative. 


No Major Developments in aoe Sierra Leone*s economy is 
stagnant and appears likely to remain so in the coming year. 


The Government will continue to have financial problems, and 


increased borrowing from the Central Bank will produce more 
inflation. The National Trading Company, established by 
Government during the past year in an effort to control infla- 
tion of food prices, has been notably unsuccessful. 


Unemployment remains a major problem. With no significant 
foreign investment activities on the horizon, no improvement 
can be expected. 


Oil and tourism, two areas once viewed with great hope by the 
Government, have failed to produce. There have been no 
significant positive developments in oil exploration during 

the past year, and despite considerable publicity and great 
potential, efforts to develop a tourist industry have progressed 
at a snail*s pace. 


Be IMPLICATIONS FOR THE UNITED STATES 


Investment Prospects Are Poor. With a small population composed 
primarily of satatetehes farmers, with limited resources, and 
with the Government unwilling to clearly define its attitude 
towards outside investment, Sierra Leone offers little attraction 


to American investors. 


Sierra Leone historically has attracted little foreign invest—- 
ment, except in the extractive industries. The largest American 
investment, a rutile mine owned 80 percent by Pittsburgh Plate 
Glass, failed in early 1971. It has now been reopened by Armco 
Steel and Nord Resources, and early indications are that 
exploratory work is going well. Other American investments 

are limited to participation in a small oil refinery, partner~ 
ship with the Government in a flour mill, distribution of 
petroleum products, a diamond cutting and polishing factory and 
tuna processing. 


The fishing industry.would appear to hold some promise for 
foreign investment but inquiries from American firms during 

the past 18 months have received a cold shoulder from the 
Government. Great Britain, the former metropole, remains Sierra 
Leone*s largest trading partner, and the source of most foreign 
investment. Aggressive salesmanship has yielded a substantial 
portion of Sierra Leone’s import trade to Japan and to a lesser 
extent to Germany and France, 


Sierra Leone*s beaches are among the most beautiful in Africa 
and the potential for developing the country for tourism is 
certainly present. However, other areas, most notably Senegal 
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and Ivory Coast in the West and Kenya in the East, are much 
better known. There has been much talk but very little action 
towards publicizing and exploiting Sierra Leone*s tourist 
potential. Any real development in this area would appear to 
be well in the future. 


No Change in Sierra Leone-U.5S. Trade. Trade between Sierra 

eone an e Unite tates 1S miniscule. In 1971, the United 
States sold $8.2 million worth of goods to Sierra Leone and 
purchased $6.5 million. U.S. purchases have been primarily 
rutile, diamonds and coffee. Purchases will decrease during 
1972 as no rutile will be produced this year. Sierra Leone 
purchased machinery and parts, wheat, vegetable oil, and other 
food stuffs from the United States. There should be little 
change in the level or type of trade between the United States 
and Sierra Leone during the coming year. 
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